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SUBJECT: ARAB BOYCOTT DEVELOPMENTS 

REF: STATE 096935 

1 . OUR RESPONSES TO SPECIFIC SECTIONS IN PARAGRAPH 2 OF 
REFTEL ARE AS FOLLOWS: 

(A) GON OFFICIALS STATE THAT GON HAS CHOSEN TO IGNORE ARAB 
BOYCOTT ACTIONS AND THUS TO LEAVE RESOLUTION OF ANY SUCH 
ISSUES TO BE WORKED OUT DIRECTLY BETWEEN INDIVIDUAL DUTCH 
COMPANIES AND ARAB BOYCOTT AUTHORITIES. KEY FACTOR IN 
HANDLING OF BOYCOTT ISSUES, SUCH AS RECENT REMOVAL OF 
PHILIPS FROM BOYCOTT LIST, HAS BEEN DEGREE TO WHICH ARAB 
STATES WISH TO PURCHASE GOODS AND SERVICES OF DUTCH COMPANIES. 
RECENT VISITS OF DUTCH OFFICIALS TO ARAB COUNTRIES, EXPANDED 
DUTCH AID FOR ARAB COUNTRIES. DUTCH LEADERSHIP IN SPON- 
SORING CLOSER COOPERATION WITH THIRD WORLD, AND EC-ARAB 
DIALOGUE, AS WELL AS INCREASED SALES OF DUTCH GOODS AND 
SERVICES IN ARAB WORLD HAVE HELPED TO IMPROVE GENERAL 
ATMOSPHERE AND APPEAR TO BE CONTRIBUTING TO IMPROVED 
DUTCH RELATIONS WITH ARAB STATES. AT SAME TIME, DUTCH 

HAVE CONTINUED TO MAINTAIN CLOSE AND AMICABLE RELATIONS 
WITH ISRAEL. 
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(B) U.S. FIRMS OPERATING IN THE NETHERLANDS ARE TREATED 
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LIKE DUTCH FIRMS. MANY AMERICAN FIRMS ASSOCIATED WITH 
CONSTRUCTION, ENGINEERING, PIPELINE, OIL, AND GAS INDUS- 
TRIES AND OPERATING THROUGHOUT THE MIDDLE EAST HAVE LONG 
MAINTAINED THEIR ENGINEERING AND SERVICE HEADQUARTERS IN 
THE NETHERLANDS AND THEY OBVIOUSLY ARE HEAVILY CONCEN- 
TRATING ON DOING BUSINESS IN WEALTHIER ARAB COUNTRIES. 
HOWEVER, WE HAVE NO KNOWLEDGE OF ANY SPECIFIC INSTANCES 
IN WHICH U.S. FIRMS HAVE USED THEIR DUTCH SUBSIDIARIES 
FOR PURPOSES OF AVOIDING LEGAL REQUIREMENTS OR 
RESTRAINTS FACED BY U.S. FIRMS CONDUCTING BUSINESS 
WITHIN THE U.S. 

(C) ISRAEL CONTINUES TO DO SUBSTANTIAL BUSINESS WITH DUTCH 
FIRMS, GENERALLY WITHOUT RESTRICTION OR HINDRANCE. ISRAELI 
EMBASSY BELIEVES SOME DUTCH FIRMS AND SOME U.S. SUBSIDI 
ARIES ARE SEEKING TO CULTIVATE BUSINESS IN ARAB WORLD TO 
EXCLUSION OF BUSINESS WITH ISRAEL. ISRAELI EMBASSY IS 
THEREFORE SEEKING TO ENCOURAGE KEY DUTCH OFFICIALS 
TO TAKE A FIRMER STAND ON GON POLICY TOWARD ARAB BOYCOTT. 

2. COMMENT: IT APPEARS THAT DUTCH BUSINESS INTERESTS, 

WITH SUBSTANTIAL OFFICIAL SUPPORT, ARE SUCCESSFULLY 
DEVELOPING COMMERCIAL TIES WITH THE WEALTHIER ARAB STATES. 
IT IS THEREFORE QUESTIONABLE WHETHER ISRAELI GOVERNMENT CAN 
EFFECTIVELY COUNTER SUCH POCKETBOOK INTERESTS IN TRYING TO 
ENCOURAGE THE GON TO TAKE A STRONGER STANCE TOWARD ARAB 
BOYCOTT. AT THIS JUNCTURE WE ARE EVEN UNCERTAIN AS TO 
WHETHER A STRONG AND DIRECT APPEAL BY THE USG TO THE GON 
WOULD RESULT IN GON'S MOVING TOWARD A MORE ACTIVE POLICY 
IN OPPOSING ARAB BOYCOTT. 
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